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THE FLUCTUATIONS IN THE REA! SELLING PRICE 


OF SINGLE-FAMILY RESIDENCES 


HE selling price of well-maintained single-family residences in June 1952 
i almost 3.5 times the 1936 price. This is due principally to two 
causes: the change in the supply and demand relationship, and the change 
in the purchasing power of money. If the purchasing power of the dollar for goods 
and services had remained constant, the June 1952 price would have been approxi- 
mately 1.8 times the 1936 price in place of 3.5 times. The effect of the change in 
the buying power of the dollar is still more striking if a greater number of years is 
considered. If 1913 is used as a starting point for the selling price of a single- 
family residence, the June 1952 price averaged 3.1 times the 1913 level. On the 
other hand, if we correct for the changes in the buying power of the dollar for goods 
and services, in June 1952 the selling price of a single-family residence was only 
16% higher than it was in 1913. 


This puts the blame for high selling prices of real estate where it really be- 
longs. The inflationary policies we have followed, both in the twenties and in the 
thirties and forties, have constantly destroyed the purchasing power of our money 
as surely and definitely as the purchasing power of money in earlier times was 
destroyed by improvident sovereigns who constantly added additional alloy to the 
gold and silver in their coins. This progressive inflation over the long term is 
one of the best arguments for the ownership of real estate. 


The chart on the center spread of this report shows the variation in selling 
price of single-family residences in a typical community where properties have 
been well maintained and where no adverse neighborhood influences have existed, 
as these prices have fluctuated in actual dollars and in dollars of constant pur- 
chasing power, with 1913 equaling 100. Since many persons not trained in statistics 
have difficulties with index numbers, let us assume that a single-family resi- 
dence sold for $10,000 in 1913. This residence, if well maintained, in a good 
neighborhood, would have sold for $19, 350 in 1929, would have sold for $9, 000 
in 1936, for $31, 000 in June of 1952, and would sell for $29, 500 in June 1953. 
On the other hand, if we had had a dollar the purchasing power of which had re- 
mained stable during this entire period, in 1917 this $10, 000 house would have 
sold for $5,310, in 1928 it would have sold for $10, 640, in 1936 it would have 
sold for $6,380, in 1946 it would have sold for $12,410, and at the present time 
it will sell for $10, 950. 
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It is interesting to note that in dollars of constant purchasing power the selling 
price in the middle of 1946 was at an all-time high. By comparing this chart with 
the chart published by Roy Wenzlick &Co. on the fluctuations in real estate ac- 
tivity, it will be noticed that the middle of 1946 was the all-time peak from the 
standpoint of real estate activity. The rapid rise, both in selling price and in real 
estate activity, was to a large extent the result of the mistaken policy of using 
rent control in an effort to prevent the rise in housing cost. You will notice on the 
chart that within 3 or 4 months after rent controls were imposed, the prices of 
residential properties in relationship to the prices of other goods and services 
started rising rapidly. In other words, by imposing rent controls, the Govern- 
ment forced many rental properties off the market; increased the demand for, 
and, therefore, the real price of these properties. 





After July 31 we will return in most cities to a free market, unhampered by 
Federal restrictions. It is my opinion that the selling price of single-family resi- 
dences in dollars of constant purchasing power will fall considerably further, and 
I would not be at all surprised by 1957 to see the selling price in constant dollars 
considerably below 100 on our index, or $10, 000 in our illustration. 


The drop in purchasing power of our dollar in the twenties was somewhat 
similar to the drop in the forties, but in the twenties it was largely an inflation of 
private credit which caused the difficulty. Private debt increased at a tremendous 
rate with the full approval of the Government, and had the effect of increasing the 
number of dollars of currency and credit very rapidly. This was not thoroughly 
understood at the time, and for that reason Government and bank officials can be 
excused on the grounds of ignorance, but this is not true of the decrease in the 
purchasing power of money in the thirties and forties. This was definitely planned, 
and was undertaken by Government as an economic policy under the mistaken notion 
that Lord Keynes had discovered a new method of bringing about permanent pros- 
perity on a national and international basis. 


At the present time we are economy-minded, and the adrninistration and Con- 
gress are trying to reduce appropriations. It is my opinion that we will gothrough 
a readjustment period in general business in the period ahead, and during this time 
our dollars will increase in purchasing power, but I am afraid that over a period 
of years Congress is going to continue to appropriate more money than the people 
are willing to pay in taxes. This will be done under the guise of helping the public 
welfare. The eventual result, however, will be a further depreciation in the value 
of our dollar, and prices in dollars will rise. Regardless, however, of what hap- 
pens to dollar prices of real estate in the distant future, I am fairly certain that if 
sales prices are measured in their equivalents in commodities and services, 1946 
will stand as the peak in real estate prices for a long period to come. In other 
words, in 1946 a person owning a typical residence in a good community could sell 
it for more current purchasing power than it could be sold for at any time prior 
to that date or since. 





